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On March 9, 1994, Alexander F. Watson Assistant Secretary of State for Inter-American Affairs
presented the fiscal year 1995 aid requests for Latin America and the Caribbean to the House of
Representatives Subcommittee on Western Hemisphere Affairs. The proposed aid bill underscores
fundamental changes in US policy toward the region, as outlined in Watson's testimony before
the subcommittee. Under President Bill Clinton's administration, the US government has drafted
three global foreign policy goals for the post-Cold War period: "protecting the security of the nation,
promoting economic growth, and encouraging democracy throughout the world."
To promote those goals, in 1993 the US Agency for International Development (USAID) overhauled
its general funding policies and priorities around the globe (see Chronicle 01/06/94). In Latin
America and the Caribbean, the new policies now form the backbone of the Clinton administration's
1995 aid proposals, virtually making the region a test case for post-Cold War foreign policy.
"Nowhere are conditions more propitious for the realization of these goals than right here in our
hemisphere," said Watson in his testimony. "For the first time since the Monroe Doctrine was
proclaimed we can define our relationships with Latin America and the Caribbean without the
explicit threat of external aggression. Our policies can be driven not by fear, but by hope; not by
threats to our security, but by the promise of a hemisphere of free nations living in harmony and
sharing in a common prosperity."
The central element in the US's emerging policy is the effort to approach problems from a broad
"multilateral" perspective, attempting to deal on a regional basis with common problems shared by
all countries in the hemisphere, rather than on a country by country basis. Thus, aid requests are
guided by three specific considerations:
the reorientation of assistance away from country-specific programs and into region-wide funding
priorities;
a lowering of US bilateral aid to specific nations in favor of increased assistance through multilateral
lending institutions, combined with an emphasis on "trade rather than aid;" and
efforts to build regional consensus over shared values and goals. According to Watson, the Clinton
administration's proposed year-end summit of western hemisphere leaders is specifically aimed at
promoting these policies.
"Our summit objective is to create a new post-Cold War mature hemispheric partnership for peace,
democracy, mutual growth, and shared prosperity," said Watson. "This mature relationship will
emphasize consultation and reciprocity rather than unilateralism. Free trade is replacing aid as
the foundation of our economic relationship with the region. The days of large bilateral resource
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transfer assistance programs are passing...In the future our economic assistance will be primarily
through our contributions to and influence in the international financial institutions...US funded
programs will be closely coordinated with the World Bank and Inter-American Development
Bank in addition to other international organizations involved in the humanitarian and economic
assistance."
Reflecting these policy priorities, the FY 1995 aid request to Congress is divided into four broad
areas:
"countries in transition," which seeks to promote democracy and human rights in targeted nations,
such as El Salvador, Haiti, and Peru;
"sustainable development," which emphasizes economic growth, health and population,
environmental protection, and democracy;
"humanitarian assistance;" and
"promoting peace," which primarily focuses on anti-narcotics programs, combatting terrorism, and
crime prevention.
Notwithstanding the Clinton administration's stated intent to seek an increase in funding by
multilateral lending institutions, congressional representatives sharply criticized the extent and
speed with which the executive proposes to cut bilateral assistance programs. Indeed, US aid to
the region has plummeted from about US$2 billion in 1992 to just US$700 million in 1994. For 1995,
the Clinton administration is only requesting a slight increase of US$139 million, for a total of US
$839 million. "This committee is extremely concerned over these tendencies," said Rep. Robert
Torricelli (D-NJ), who heads the Western Hemisphere Subcommittee. According to Torricelli, the
total cut in aid to the region represents about half of the total reduction in US assistance on a global
scale since 1992. "The US could be committing a grave error, possibly opening the door to reversals
in the process of democratization, development, and economic opening in Latin America and the
Caribbean. It could undermine the considerable investment made by the US in the region in the last
20 years."
Following is the complete text of Watson's testimony to the Western Hemisphere Subcommittee, as
transcribed by the Federal Document Clearinghouse.
"Mr. Chairman, members of the Subcommittee, thank you for this opportunity to discuss our
proposed foreign assistance budget request for Latin America and the Caribbean for Fiscal Year
1995. I am eager to share with you the administration's views, and I look forward to hearing your
thoughts and to working with you to build a consensus on America's policy toward a region that is
rapidly changing and increasingly important to the United States.
President Clinton has defined three broad goals for American foreign policy: protecting the security
of the nation; promoting economic growth; and encouraging democracy throughout the world.
Nowhere are conditions more propitious for the realization of these goals than right here in our
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hemisphere. I would like to touch briefly on the Clinton administration's goals in the region. For
the first time since the Monroe Doctrine was proclaimed, we can define our relationships with Latin
America and the Caribbean without the explicit threat of external aggression. Our policies can be
driven not by fear, but by hope; not by threats to our security, but by the promise of a hemisphere of
free nations living in harmony and sharing in a common prosperity.
The decision of Congress last November to approve the North American Free Trade Agreement
[NAFTA] was a historic achievement and one that is crucial to fulfilling this promise. As Secretary
Christopher stated in his testimony last month, NAFTA not only will create opportunities for highpaying export jobs here in the US, beginning with Canada and Mexico it will build a bridge of
greater economic and political cooperation to the hemisphere. It will serve as the model for our
future relationship with the region. It advances the vision of a community of nations committed
to democracy, bound together by open markets and rising standards of living, and dedicated to
the peaceful resolution of disputes. It can pave the way for a network of mutually reinforcing
relationships among many elements of our societies and governments that will increase stability and
progress. It can provide new mechanisms for dealing with the important issues of environmental
degradation and labor rights.
As the Secretary also noted last month, our engagement in the Western hemisphere advances the
full range of our global agenda. NAFTA again shows the way to the future, as it promotes a pattern
of cooperation needed to deal effectively with increasingly important transnational problems such
as law enforcement, counternarcotics, and migration. I am pleased to be able to report to you that
the trends in our hemisphere are most encouraging. We and our neighbors to the south share
common values and objectives to a greater extent than any time in history. Values we share echo
from Toronto to Tierra del Fuego.
In many ways, the hemisphere is converging toward a common agenda, and that makes prospects
for regional peace and creative cooperation very strong. Foremost among these values is democracy,
which is a core value of this administration and of the American people. Democracy is the form of
government most responsive to the will and rights of the people, most able to maximize the creative
talents of the population to build a prosperous society through an open market economy, and least
likely to promote war and violence as a means to achieve national objectives.
Thus, it is essential to the growth of a stable, secure, and prosperous community of nations in
the hemisphere. Democracy in this hemisphere and elsewhere is inextricably tied to our own
interests. And the triumph of democracy in the hemisphere has been nearly complete. In the 1970s,
most nations in the region were ruled by some form of authoritarian regime; democracy was the
exception. In the 1990s, that has been reversed; democracy reigns while authoritarianism has
become the rare exception. Democracy now is accepted throughout the hemisphere as the only
legitimate form of government. Today we also are witnessing growing pressure in the region for
more effective governance from these democracies so that they are more responsive to their citizens'
demands. At the same time, the ideas of a generation that sought to protect markets and erect
tariff walls are being swept away. Almost all governments in the hemisphere are now committed
to macro-economic reform and restructuring. They are implementing policies to achieve financial
balance through tax reform, monetary and fiscal discipline, and privatization. They are gaining
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international competitiveness as they open up their economies to international trade and free up
internal markets.
This combination of market reform and renewed growth is very positive for the US economy.
Clearly, democracy, human rights, market economics, and good governance are ideas that are
maturing in Latin America. They form an enduring foundation for sustainable and mutually
beneficial economic growth and development. Another dramatic result of this consonance of values
and objectives in the hemisphere is a new spirit of cooperation in addressing transnational issues
such as narcotics, terrorism, migration, arms flows, and environmental protection problems that no
country can ignore but governments cannot resolve alone.
Later this year, President Clinton will host a summit of the democratically-elected leaders of
the hemisphere. The Summit of the Americas will have two broad themes: democracy and good
governance; and trade expansion, investment and sustainable development. The Summit will be an
historic opportunity for the Hemisphere to recognize explicitly this convergence of democratic and
free-market values and to chart a course for the future. We will seek agreement on a Summit action
plan to reinforce that convergence for all the people of the Americas. Our Summit objective is to
create a new post-Cold War mature hemispheric partnership for peace, democracy, mutual growth,
and shared prosperity. This mature relationship will emphasize consultation and reciprocity rather
than unilateralism. Free trade is replacing aid as the foundation of our economic relationship with
the region.
The days of large bilateral resource transfer assistance programs are passing. The good news is that
for most of the region, the need for large US bilateral economic aid resource transfers has become
far less relevant. Major nations such as Argentina, Brazil, Chile, Colombia, Mexico, and Venezuela
all seek growth through trade among themselves, with the United States and with the rest of the
world. The region has become one of our largest and most dynamic markets. US exports to Latin
America have more than doubled in six years, to about US$76 billion in 1993; that is considerably
more than we sell to Japan and about what we sell to all the developing countries of East Asia.
As bright as the future appears, however, we must recognize that serious problems persist. In
certain nations, strong forces opposed to democracy and economic reform would undo the progress
of recent years and return to the days of authoritarianism and statist economic policies. Narcotraffickers, often linked with terrorist groups, are a potent danger. Corruption remains a critical
concern. The cry for social equity is growing; income inequality in the region ranks among the worst
in the world. The disparities between wealth and poverty are increasingly apparent and breed
political volatility. By UN estimates, roughly 45% of Latin America's people live in poverty, and per
capita income in 1992 was still 7% below that of 1981. We must understand that democracy and free
market reform take time and must be nurtured. If we neglect the region, we risk serious reversals.
We must remain engaged to maintain the momentum toward a hemisphere of freedom, prosperity
and harmony.
Mr. Chairman, as you are aware, the FY 1995 budget request is submitted in a new format consistent
with the administration's proposed Peace, Prosperity, and Democracy Act of 1994. It redefines our
national security interests and divides programs into six mutually reinforcing goals. It adjusts to the
post-Cold War realities and offers greater flexibility in pursuing US interests. This restructuring has
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profoundly affected the formulation of the assistance request for Latin America and the Caribbean.
Our total request for the region for FY 1995 comes to US$838.7 million. This is spread broadly among
the various titles. I will provide you a preliminary overview of our programs.
Under the "Countries in Transition" chapter of the Building Democracy title, we are requesting
a total of US$77.6 million. The great majority, US$75 million, is for economic assistance. Given
the austere budget realities under which we must operate, we believe we should concentrate our
economic assistance on a small number of countries in which our aid is critical to sustain democratic
development.
In El Salvador, our assistance protects the substantial and remarkably successful US investment in
support of the peace process and the consolidation of democracy, including programs for national
reconstruction, such as land distribution and assistance for ex-combatants.
In Haiti, it will allow us to provide a package of support for democratic transition, consisting of
human rights monitoring, justice reform, economic stabilization, and a modest, non-lethal military
professionalization program called for in the Governor's Island Accord.
In Nicaragua, our aid makes possible such direct-impact programs as human rights monitoring and
protection by the OAS- CIAV mission, professionalization of the legislative and judicial branches,
development of grass-roots democratic organizations, and assistance in the health, education,
employment generation, infrastructure and environmental areas.
In Peru, we are seeking funds to sustain a human rights registry of detainees, support reform of
Peru's electoral apparatus, and nourish local democratic initiatives.
In Guatemala, our balance of payments assistance will demonstrate our support for reformist
President Ramiro De Leon and the shared goals of peace, improved respect for human rights
and strengthening of democratic institutions. I would like to cite Guatemala as an example of the
very important effect that our aid can have. The US$10 million in ESF assistance we promised to
Guatemala in September 1993 leveraged over US$100 million from the international community in a
collaborative multilateral effort.
Finally, administration of justice (AOJ) remains a high priority, as the rule of law is central to the
establishment and preservation of democracy. For FY 1995, we are consolidating our AOJ programs
into a single region-wide account; projects range from court administration and creation of judicial
training programs to implementation of new adversarial criminal procedure codes and alternative
dispute resolution, as well as major police development projects in El Salvador and Panama. The
remaining US$2.590 million in the "Building Democracy" title is requested for Defense Training to a
number of countries.
These programs emphasize the principle of civilian control of the military; improving military justice
systems and procedures in accordance with internationally accepted standards of human rights; and
increasing the professionalism and responsibility in defense management and resource allocation.
They would include civilians involved in defense issues as well as members of the military. The title
on Promoting Sustainable Development contains our request for US$430.4 million. Of this amount,
US$382.4 million is Development Assistance that in consonance with AID's new approach will focus
on four strategic areas: broad-based economic growth; health and population; environment; and
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democracy. These four fundamental themes are crucial to sustain our hopes for stability, prosperity
and democracy in Latin America and the Caribbean.
Our programs help address problems such as poverty, population and health care and their impact
on the fragile democracies. This title also includes US$48 million in assistance under PL 480 Title III
that addresses food security concerns and promotes sustainable development. Under the Providing
Humanitarian Assistance title, we are requesting US$119.1 million for PL 480 Title II food assistance.
This request reflects America's continuing concern for humanitarian needs and the welfare of the
people of the hemisphere.
The administration has not yet completed its country allocations for PL 480 Title I. I should point
out that World Bank and Inter-American Development Bank (IDB) lending provides critical support
for our regional efforts to promote democracy, to protect the environment and to provide assistance
to the poor. In fact, preliminary IDB data for 1993 shows a dramatic increase in social sector project
approvals over the past four years. (Social sector projects include those in the areas of education,
health, urban development, water and sewerage.)
In 1990, the IDB approved nine projects with a total value of US$711 million for the social sector.
These numbers have grown dramatically, and by 1993 the IDB approved 28 projects worth nearly US
$1.8 billion; nearly one third of the IDB project approvals last year were for the social sector. These
institutions make an important contribution to our overall policy goals in the hemisphere, and I urge
you to support their appropriations. AID Assistant Administrator Mark Schneider will address these
development and humanitarian assistance programs in more detail. Within the Promoting Peace
title, we are requesting a total of US$211.6 million which is divided among three chapters. By far
the largest portion, US$205.7 million, falls under the Narcotics, Terrorism, and Crime Prevention
chapter. This reflects the fact that controlling the Latin American drug trade continues to be a top
foreign policy priority.
President Clinton, in his National Drug Control Strategy, pledged his commitment to a strong drug
control policy in Latin America. It is needed not only to support our domestic goals of reducing
drug availability and abuse, but also to prevent powerful, violent, and rich drug syndicates from
undermining the fundamental progress we are achieving toward democratic and economic reforms
in this hemisphere. In this regard, our Latin American counternarcotics programs are an integral
part of our overall effort to enhance America's security.
The Latin American drug trade is a more serious threat than our past policies were prepared to
address and we are responding with a new strategy and budget. They shift our focus from an
increasing reliance on narrow, costly interdiction operations to a more balanced approach that will
lead to more permanent solutions, greater host-nation self reliance, and eventually a smaller US
drug control program in Latin America. We will continue supporting interdiction operations, but
make them more cost-effective by gradually shifting the focus to source countries while maintaining
the flexibility to adjust to changing trafficking patterns in the transit zone.
In the source countries, where the drug trade is potentially more vulnerable, we will concentrate
assistance on building, strengthening, and professionalizing host nation counternarcotics
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institutions such as judicial systems, prosecutors, and law enforcement agencies. We will integrate
our programs with sustainable development policies to strengthen the economies of key drug
countries. Stronger economies create alternatives to drug production and provide governments with
more resources to combat narcotics.
We will also foster greater counternarcotics involvement by multilateral organizations, especially the
international financial institutions which can help achieve sustainable development objectives. And
we will target enforcement operations on kingpin organizations because they manage the trade and
pose the greatest drug-related threat to democratic institutions. To streamline the implementation
of this policy, we have for the first time consolidated under the management of the Bureau of
International Narcotics Matters (INM) several formerly fragmented counternarcotics accounts. The
President instructed us to do this in his counternarcotics policy directive PDD-14 last November.
The new Foreign Assistance Act also calls for it. Thus, INM's FY 1995 budget for the Western
Hemisphere includes the traditional INM foreign assistance account as well as counternarcotics
funds that were formerly drawn from the Economic Support Funds, Foreign Military Financing and
International Military Education and Training budgets.
The consolidation allows for greater efficiency and coherence, for both the legislative and executive
branches, and answers congressional criticisms that some counternarcotics funds were disguised
military or economic assistance programs. We will still use AID's and DoD's expertise to administer
specific anti-drug programs when appropriate, but the overall program will be managed by
INM. Of the amount remaining in the Promoting Peace title, US$3.770 million is contained in the
Peacekeeping Programs chapter and US$2.196 million is in the Regional Peace and Security chapter.
The Peacekeeping program consists of funds to support the UN-OAS International Civilian Mission
in Haiti.
The small amount in the Regional Peace and Security chapter consists of Defense Training with
emphasis on professional military training in logistics, management and respect for internationally
recognized human rights. We envision that this training would support requests for UN and OAS
Peacekeeping operations as well through leadership training in this area. It is worth noting that
the Defense Training programs in both the Building Democracy and Promoting Peace titles offer a
number of benefits beyond the training itself. They expose the future leaders of the region's defense
establishments both military and civilian to American values and traditions, and thus serve to
encourage concepts such as civilian authority over the military and respect for human rights. They
also build personal and institutional relationships that give us vital access to key defense officials.
Finally, they bring certain economic benefits for the US as well; they give Latin and Caribbean
officials experience using American hardware, and thus can influence their future procurement
decisions. This training is one of the most cost-effective programs we have for promoting our
overarching objectives, and one on which I hope you and your staff will work with us to better
understand its benefits.
It is a testament to the changes in the region and in our own views on assistance that, with the
exception of some components of our counternarcotics programs, this Defense Training is the only
military aid being requested for FY 1995. Mr. Chairman, as I mentioned, we are moving toward a
new, more mature relationship with the hemisphere, one largely based on trade and not aid. In the
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future, our economic assistance will be primarily through our contributions to and influence in the
international financial institutions (IFIs). Direct US assistance will be tightly focused on a limited set
of priorities including sustainable development.
We will work in partnership with the IFIs to take advantage of these institutions' programs for
sound economic growth and management. US funded programs will be closely coordinated with
the World Bank and Inter-American Development Bank (IDB) in addition to other international
organizations involved in the humanitarian and economic assistance. Nevertheless, we must
maintain our direct support for the emerging democracies in the region. We must help them cope
with the difficult short-term impact of economic restructuring on some, particularly the poor. We
must support those who are bringing democracy and economic reform to the region. They face the
demands of their own electorates to show that democracy can indeed improve their well-being as
well as protect their individual freedoms. They need our help now. We are all aware of how our
assistance to the region has plummeted in recent years.
Our request for FY 1995 recognizes the budget realities and the priority the American people place
on our domestic needs. We have pared our request down to the minimum needed to achieve our
objectives in the hemisphere. But we must have sufficient resources to sustain our policies and
defend our interests. I urge the Committee to act favorably upon our request and I look forward to
working with you to promote our common objectives in the region. Thank you for this opportunity
to present our policy vision in this second year of the Clinton Administration. I will be pleased to
answer your questions."

-- End --
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